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INSTITUTIONAL STATEPLAN 

ASSURANCE AND FINDING CERTIFICATION STATEMENT 


REIMBURSEMENT TYPE: hospital -X 
Nursing facility 
ICF/MR 

PROPOSED EFFECTIVE DATES: 10/1/96 


A. State Assurances and Findings. The State assures that it has made 

the following findings: 


1 	 447.253(b)(l)(i) - The State pays for inpatient hospital services and 
long-term care facility services through the use of rates that are 
reasonable and adequate to meet the costs that must be incurred by 
efficiently and economically operated providers to provide services in 
conformity with applicable State and Federal laws, regulations, and 
qualityand standards. X
safety 


2. With respect to inpatient hospital services 


a. 	 447.253(b)(l)(ii)(A)- The methods and standards used to determine 
payment rates take into account the situation of hospitals which 
serve a disproportionate number of low income patients with 

needs. special X 


b. 447.253(b)(l)(ii)(B) - If a State elects in its State plan to 
cover inappropriate level of care services (thatis, services 

furnished to hospital inpatients who require a lower covered level 

of care such as skilled nursing services or intermediate care 

services) under conditions similar to those described in section 

1861(v)(l)(G) of the Act, the methods and standards used to 

determine payment rates must specify that the payments for this 

type of care must be made at rates lower than those for inpatient 

hospital level of care services, reflecting the level of care 

actually received, in a manner consistent with section 

1861(v)(1)(G)of Act. X 


If the answer is "not applicable," please indicate: 


-C. 	 447.253(b)(1)(ii) (C) The payment rates are adequate to assure 

that recipients have reasonable access, taking into account 

geographic location and reasonable travel time, to inpatient 

hospitalservicesofadequatequality. X 


3. With respect to nursing facility services 


a. 447.253(b)(l) (iii)
(A) - Except for preadmission screening for 
individuals with mental illness and mental retardation under 42 
CFR 483.20(f), the methods and standards used to determine payment 
rates take into account the costs of complying with the 
requirementsof42CFRpart483subpart B. N/A 
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447.253(b)(1)(iii)(B) - The methods and standards used to 
determine payment rates provide for an appropriate reduction to 
take into account the lower costs (if any)of the facility for 

nursing care under a waiver of the requirement in 42 CFR 483.30(c) 

to provide licensed nurses
on a 24-hour basis. 


N / A  

-447.253(b)(1)(iii) (C)The State has established procedures under 

which the data and methodology used to establish payment rates are 


availablethe
made topublic. N/A 


4. 447.253(b)(2) - The proposed payment rate will not exceed the upper 
payment limits as specified in 42 CFR 447.272: 

a. 447.272(a) - Aggregate payments to each group of health care 
facilities (hospitals, nursing facilities, and ICFs/MR) will not 
exceed the amount that can reasonablybe estimated would have been 

paid for those services under Medicare payment principles. 


X 

b. 	 447.272(b) - Aggregate payments to each group of State-operated 

facilities (thatis, hospitals, nursing facilities, and ICFs/MR)-
- when considered separately will not exceed the amount that 
can reasonably be estimated would have been paid for under 


principles.Medicare X
payment 

If there are no State-operated facilities, please indicate "not 

applicable:" 

C. 	 447.272(c) - Aggregate disproportionate share hospital (DSH) 
payments do not exceed the DSH payment limits at 42 CFR 447.296 
through 447.299. 

x-
d. 	 Section 1923(g)- DSH payments to individual providers will not 

exceed the hospital-specific DSH limits in section 1923(g)of the 

Act. 


X 


B. State Assurances. The State makes the following additional assurances: 


1. Forhospitals 


a. 447.253(c) - In determining payment when there has been a saleor 

transfer of the assets of a hospital, the State's methods and 

standards provide that payment rates can reasonably be expected 

not to increase in the aggregate solely as a result of changes of 

ownership, more than payments would increase under Medicare under 

42 CFR 413.130, 413.134, 413.153 and 413.157 insofar as these 

sections affect payment for depreciation, interest on capital 

indebtedness, return on equity (if applicable) acquisition costs 

for which payments were previously made to prior owners, and the 

recapture of depreciation. 


OFFICIAL 
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2. For nursing facilities and ICFs/MR-­


a. 447.253(d)(l) - When there has been a sale or transfer of the 
assets of aNF or ICF/MR on or after 18, 1984 but before 
October 1, 1985, the State's methods and standards provide that 
payment rates can reasonablybe expected not to increase in the 
aggregate, solely as a result of a change in ownership, more than 
payments would increase under Medicare under 42 CFR 413.130, 
413.134, 413.153 and 413.157 insofar as these sections affect 
payment for depreciation, interest on capital indebtedness, return 
on ebity (if applicable), acquisition costs for which payments 
were previously made to prior owners, and the recapture of 
depreciation. N / A  

b. 447.253(d)(2) - When there has been a sale or transfer of the 
assets of aNF or ICF/MR on or after October1, 1985, the State's 

methods and standards provide that the valuation of capital assets 

for purposes of determining payment rates will not increase (as 

measured from the date of acquisition by the seller to the date of 

the changeof ownership) solely as a result of a change of 

ownership, by more than the lesser of: 


(i) 1/2of the percentage increase(as measured from the date of 

acquisition by the seller to the date of the change of ownership) 

in the Dodge construction index applied in the aggregate with 

respect to those facilities that have undergone a change of 

ownership during the fiscal year;
or 


(ii) 1/2 of the percentage increase(as measured from the date of 
acquisition by the seller to the date of the change of ownership) 
in the Consumer Price Index A l l  Urban Consumers (CPI-U) 
(United States city average) applied in the aggregate with respect 
to those facilities that have undergone a change of ownership 

fiscal the during N/A 

3. 447.253(e) - The State provides for an appeals or exception procedure 
that allows individual providers an opportunity to submit additional 
evidence and receive prompt administrative review, with respect to such 
issues as the State determines appropriate, of payment rates. 

X 


4. 447.253(f) - The State requires the filingof uniform cost reports by 

each participating provider.


2 

5. 447.253(g) - The State provides for periodic audits of the financial and 

statistical records of participating providers. 

OFFICIAL 
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6. 	 447.253(h) - The State has complied with the public notice requirements 
of 42 CFR 447.205. 

Notice published on: September 23, 1996 


If no date is shown, please explain: 


7. 	 447.253(i) - The State pays for inpatient hospital and long-term care 
services using rates determined in accordance with the methods and 
standards gpecified in the approved State plan. 

X 

C. Information
Related 


1. 	 447.255(a) - NOTE: If this plan amendment affects more than one type of 
provider (e.g., hospital,NF, and ICF/MR; or DSH payments) provide the 

following rate information for each provider type,
or the DSH payments. 

You may attach supplemental pages as necessary. 


Provider Type: STATE-OWNED NONACUTE HOSPITAL 

For hospitals: Include DSH payments in the estimated average rates. 

You may either combine hospital and DSH payments or show DSH separately. 

If including DSH payments in a combined
rate, please initial that DSH 


payment are included. 

Estimated average proposed payment rate a result of this amendment:
as 


$486.69 

Average payment rate in effect for the immediately preceding rate 

period:
$398.21 

change: $ 88.48 change:of of
Amount Percentage +22.22% 


2. 	 447.255(b) - Provide an estimate of the short-term and, to the extent 
feasible, long-term effect the change in the estimated average rate will 
have on: 

(a) The availability of serviceson a statewide and 

geographic area basis: NO EFFECT 


(b) The type of care furnished: NO EFFECT 


(c)The extentofproviderparticipation:NOEFFECT 

(d) For hospitals the degree to which costs are covered in 


hospitals that serve a disproportionate number
of low income 

patients with special needs:
The change more accurately covers the 
patient care costs of state-ownti4 serve a
non-acute HOSPITALS that 
aisDrowrtionate number of law incomePatients with smxial needs 

OFFICIAL 
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I HEREBY CERTIFY that to the best of my knowledge and belief, the information provided 
is true, correct, and a applicable instructions. 

Completed 
Title: 
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State Plan Under Title Act
XIX of the Social Security 

Massachusetts Medical Assistance Program 


l J m 0 S o f  PAYMENT 
s in State-Owned 

1. d Current 

State-owned hospitals the
nonacute participatingMassachusetts 

MedicalAssistanceProgramincludechronicdisease and rehabilitation 

hospitals and psychiatric hospitals. 


The basic reimbursement methodology described in this attachment was 
effective October 1, 1985 formoststate-ownednonacutehospitalswith 
rate years beginning October 1, and wasphased induringthecourse of 
the rate year for the remaining state-owned nonacute hospitals. Changes 
arenowproposed in response to passage of M.G.L. c. 1 18E, ss 13Aand 
M.G.L. c. 1 186. All state-owned nonacute hospitals are governed by114.1 

CMR 40.00. theregulationthatimplementsthismethodology.These 

provisionsdo notapply,however, to ICF/MRs having more than 15 beds, 

which are reimbursed under114.1 CMR 29-00. 


I.A. 	 The following is a general description of the chief components of the 
reimbursement method for state-owned nonacute hospital services 
existing since1985. 

1. 	 Hospitalallowablecosts,withtheexceptionoftheworking 

capital component, are determined from a base year that has 

been fixedat FY93. Expenses disallowed in the base year are 

neverrolledintopaymentratesforsubsequentyears.The 

establishment of a fixed-base year, therefore, provides a strong 

incentive for cost efficiency. Rates of payment are adjusted
to 
affect appropriate cost increases or decreases resulting from 
changes in volume, case-mix, inflation, and other factors. The 
working capital componentis determined from the operating 
and capitalrequirementsof the rate year. 

TN: -17 
SUPERSEDES: 96-10 
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2. 	 Ratesofpaymenthaveadirectrelationship totheactual 

charges incurredby a patient based on the services utilized
by 

thatpatient.Underthischarge-basedsystemhospitalsare 

able to charge more for patients who require more or heavier 

care. Thus,thissystem is responsiveto hospital financial needs 

in theface of changing casemix. 


3. A payment-on-account initial of
factor (PAF), is the rate 

payment equal to the product of the
PAF and the charge for 

theservices.The PAF is computedforeachhospital by 

dividing theRFR by the approvedGPSR for the corresponding 

rateyear.Innoeventshallthe PAF exceed 100% ofa 

hospital's charge for services. 


I.B. Thefollowingdescribesthechangesmadetoimplementvarious 

' 


provisions of Chapter270 of the Acts of 1988, 


1. 	 The Commonwealth will nowestablishaseparateper-diem 
rate of $1 13.27 for routine services furnished to administrative 
day patients. Ancillary services furnished to administrative day 
patientswill be reimbursed through a PAF applied to charges, 
preciselylikethemethodforhospitallevelinpatientand 
outpatientservices.(Paymentsforadministrativedayswere 
previously reimbursed through a singlePAF applied to charges 
forallinpatienthospitalservices.This PAF wasadjusted by 
using an Administrative Day Penalty Factor which reduced the 
ratesufficiently to reflectpayments forappropriate levelsof 
care.) 

rates to
2. The Commonwealth will adjustof
payment 

state-owned hospitals
compensate nonacute cost 


increases relatedto recruiting and retaining direct-care labor. 

Rates will be adjusted in two ways: 1) the inflation adjustment 

used to derive the rate year operating costs will
be increased 

to reflect the increased costs of direct care personnel in the 

Commonwealth;and 2) hospitalswhich can demonstrate 

extraordinarycostincreases for directcarepersonnel,in 

excess of the amount allowed through inflation, will receive an 


TN 96-17 
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adjustment as a cost beyond control. 


3. 	 A state-ownednonacutehospitalwillreceiveasupplementary 

paymentfor its hospitallevelofpayments to ensurethat 

payments forservices to publicly assisted patients meet total 

reasonable hospital costs. 


. The methodofpaymentforstate-ownednonacutehospital 

includingchanges above,
services, the indicated are 


explained in greater detail below. 


II. 

ADJUSTEDBaseYearVolume.The actual baseyearvolumeadjustedto 

includethevolumeassociatedwithrecurring CBCs,newservices and 

transfersonofcostandexcludevolumeassociatedwithdiscontinued 

servicesand transfers off of cost. 


Administrative
Day (AD). An inpatientdayspentinastate-owned 

nonacutehospitalorpublichealthcarefacility,otherthanahospital 

operated by theDepartmentofMentalHealth (except facilities thatare 

certifiedto provide services under TitleXIX of the Social Security Act),by a 

patient who no longer requires hospital level of care. 


Base Year. Base year shall mean the hospital’s fiscal year1993. 


CHARGE
The amounttobebilledorcharged by ahospitalforeach 

specific service within a revenue center. 


CBC. Cost Beyond Control. 


Departmentof Public Health. The Department of Public Health established 

under M.G.L.c. 17,s.l. 


DHCFP. The DivisionofHealthCareFinanceandPolicyestablishedunder 
M.G.L. c. 1 18G, formerlythe Rate SETTING Commission. 

DHCFP-450. A reportwhichdocuments a hospital’schargesandvolume, 
utilized for the purpose of adjusting the cost-to-charge ratio or the payment 

TN: 96-17 
SUPERSEDES: 96-10 
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on account factor should the facility increase their charges. 

Discontinued Service.A health service, supply or accommodation which: 

(a)is included in the adjusted base year cost and which
will not be offered 

during the rate year, or 

(b)is being offered and
TERMINATEDduring the rate year. 


DirectCo2t.Thecostof a healthservice,supplyoraccommodation, 

excluding administrative, overhead andcapital costs. 


Division. the Massachusetts Division of Medical Assistance organized under 

M.G.L.c. 18. 


GrossPatientServiceRevenue(GPSR).The totaldollaramount of a 
hospital'schargesforservicesrendered duringthereportingperiod, 
generally within a fiscal year. 

Intermediate Year. The hospital fiscal year just before the current rate year. 


Non-Charge Pavers Reimbursement. The amount received or estimated to 

be receivedby the hospital from all payers reimbursinghospital on a less­
a 
than-full-charge basis, including but not limited to, the Commonwealth of 
Massachusettsforthepublicly aidedinpatientrateandworkmen's 
compensationinpatientrate,theSecretaryofthe US. Department of 
Health and Human Services for Medicare inpatient and outpatient hospital 
services under42 U.S.C. 1395et seq.,and Massachusetts Blue Cross, Inc., for 
inpatient and outpatient services.A contracting agency under114.1 CMR 
40.00 shall notbeconsidereda cost-based payer. 

- Payment on account factoris a percentage appliedto charges toPAF. 

calculate a purchaser's discounted reimbursementlevel. 


Public Health Care FACILITYA facility operatedby the Department of Public 
Health, the Departmentof Mental Health,a County of the Commonwealth, 
or a Soldiers'Homewhichprovidesinpatientmedical,skillednursing,or 
mental retardation care and services and which may provide outpatient 
medical, mental health, or mental retardation care services. 

Publiclv Aided Individual. A person who received health care and services 


TN:96-17 
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for which a governmental unit is inwholeor part liable under a statutory 

program of public assistance. 


RateYear.Thehospital fiscalyearduringwhichthechangeinMedicaid 

rate is to take effect. 


Reasonable Financial ReQuirements(RFR). Thesumof a hospital's rate year 

operatingrequirements,rateyearcapitalrequirements,andrateyear 

working capital requirements. 


State-OwnedNonacuteHosPital. A hospital that is operated by the 

Massachusetts Departmentof Public Health(DPH) with less than a majority 

ofmedical-surgical,pediatric,maternity, and obstetricbeds,orany 

psychiatric facility operatedby the Department of Mental Health
(DMH). 


Transfer ofCost.Anincrease(transferon)ordecrease(transfer off)of 
hospitalcostsrelatedtopersonsorentitiesthatprovidehospitalcareor 
services, change arrangementswhich compensation from 
non-hospital basedto hospital based (transfer on) or from hospital based to 
non-hospital based (transferoff). A transfer on of physician compensation 
will only be allowedif reasonable. 

Reimbursement Nonacute111. Medicaid MethodoloGy for State-Owned 
HosPitals 
Foranyparticularrateyear,aprovider-specificMedicaidpayment-on­

accountfactor (PAF) will be calculated. This PAF is, inturn,appliedto 

charges billed to the Division
by the hospital. The PAF is the result of dividing 

the ratio of the hospital's rate year allowable costs,
called "RFR" by the rate 
year total charges. called "GPSR. For fiscal year 1997,the PAF shall be 
computed by dividing the fiscalyear 1997 RFR by the fiscal year 1997 GPSR. 
This PAF will remain in effect unless it is adjusted as required. 

Theprocessrequired to determinetheMedicaidpayment-on-account 

factor involves the following steps: 


o thedeterminationofallowedbase-yearcosts; 


o theadjustmentofallowedbase-yearcosts to therateyear; 


TN.96-17 
SUPERSEDES. 96-10 

OFFICIAL 




6 Attachment 4.19-A(3) 


o 	 thedeterminationofreasonablefinancialrequirements (RFR)forthe 

rate year; and 


o 	 thedeterminationofapproved gross patientrevenueserviceforthe 

rate year. 


Each of these stepsis explained in greater detail below. 


1II.A. DeterminationofAllowedBase-YearCosts 

Eachhospitalmustfilewith DHCFP reportsof its costs,revenues, 

statistics, charges, and other related information in accordance with 

time framesand reporting mechanisms specified in114.1 CMR 40.03. 


Capital
1. Allowed Costs 


The base-year allowed capital cost
is calculated as the sumof 

the base year cost of depreciation expense for building and 

fixedequipment,reasonableinterestexpense,amortization 

and leases andrentaloffacilities,subjecttothelimitations 

contained in114.1CMR 40.07(3) (See AppendixI.). 


2. Allowed Costs
Operating 


a. 	 Thebase-yearallowedoperatingcostsareestablished 

using actual 1993 year costs.
fiscal operating This 


. 	 includesonlycostsincurred or tobeincurredinthe 
provisionofhospitalcareandservices,supplies,and 
accommodations and determined in accordance with 
the Principles of Reimbursement for Provider Costs under 
42 U.S.C.ss. 1395et seq. as set forth in42 CFR 413 et seq. 
andtheProviderReimbursementManualaswellas 
GenerallyAcceptedAccountingPrinciplesandthe 
reporting requirements set forth in114.1 CMR40.03 ( See 
Appendix I.). 

TN 96-17 
SUPERSEDES: 96-10 
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b. 	 Thebase-yearallowedoperatingcosts do notinclude 

costsofpersonnelorconsultantswheretheprimary 

purpose is, eitherdirectlyorindirectly,topersuadeor 

seek topersuadehospitalemployees to supportor 

oppose unionization. 


c. 	 Thebase-yearallowedoperatingcostsshall be adjusted 
whenever an audit discloses that base year operating 
costs expendedby a hospital were not reasonable and 
necessaryforthecareofpublicly-aidedpatientsand 
did not meet the standards set forth in Section lll.A.2.a of 
thisStatePlanAmendment.Thebase-yearallowed 
operatingcostsshallalso be adjusted for discontinued 
costs and transfer of costs since the base year. 

111.8. Adjustment of Allowed Base-Year Costs to the Rate Year 

Allowedbase-yearoperatingandcapitalcostsareadjustedfor 

additional costs projected to occur in the rate These additional 

costs fall into the major categories of inflation, volume, costs beyond 

control(CBC), new services and capital. 


1. Inflation 


Forfiscalyear1997, DHCFP will adjustallowedbase-year 
operatingcostsusing a compositeindexcomprisedof two 
cost categories: labor and non-labor. These categories be 
weighted according to the weights used by the Health Care 
Financing Administration for PPS-exempt hospitals. The inflation 
proxy for the labor cost category shall be the Massachusetts 
ConsumerPriceIndex.Theinflationproxyforthenon-labor 
categoryshall be the non-labor portion of the HCFA market 
basketforhospitals.Thecompositeinflationindex will be 
increased by .02 pursuanttoM.G.L.c. 1186. The composite 
inflation index for fiscal year 1997 be 2.05%for all hospitals. 

2. Volume 


Allowed base-year operating costs shallbe further adjusted to 


TN:96-17 
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reflect reasonable volume increases and decreases as follows: 

The Division shall requireeach hospital to reportits costs, 

revenue,andvolume data inaccordancewiththe 

reportingrequirementscontainedin 114.1 CMR 40.03. 

For purposes of calculating the volume adjustment, the 

AllowedUnitCost for each cost center shall equal the 

base year direct and indirect costs for that cost center 

dividedby the YEARunits. The volume associated with a 

DeterminationofNeed (DON) project,newservice,or 

transfer on of cost shall
bepart of the volume used in the 

computation of the volume allowance. Any allowance 

due to new services,DON,or transfer-on volume shallbe 

netted out if the costs associated with it are submitted 

as new services,CBCs or transfers. 


For projectedvolumeincreasesordecreasesfromthe 

intermediate year to the rate year which are greater or 

equalto lo%, thehospitalmustsubmitasupporting 


of
explanation
statement accompanied by the 

appropriate documentation. No
statistical volume 

increase shall be allowed without such explanation and 

documentation. 


routine care
For inpatientservices and routine 

ambulatory services, the allowed marginal cost for a unit 

increaseordecreaseinvolumeshall be 5 0 % ,  The 

allowed cost for marginal cost for ancillary services for a 

unit increase or decrease in volume shallbe 6 0 % .  There 

shall be no upside corridors for volume increases. 


Anincreaseincostsdue toanincreaseinroutine 

inpatient services or routine ambulatory services volume 

from the base year to the rate year shallbe calculated 

as theproductoftheprojectedincreaseinunits 

multipliedby !3%
of the allowed unit cost inflated by the 

base to rate year composite inflation index. 


Anincreaseincostsdue to anincreaseinancillary 


I 'TN 96-17 HCFA f Q t t  - ' - .  ', EFF 10/1/96
SUPERSEDES: 96-10 APPR. SUBMITTED: 
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services volume from the base year
to the rate year shall 

be calculated as the productof the projected increase 

in units multiplied
by 60% of the allowed unit cost inflated 

by the base to rate year composite inflation index. 


(e) Forroutineinpatientcareservices,routineambulatory 

servicesandancillaryservices,theallowedmarginal 

cost for a unit decrease in volume shall
beas follows: 


Allowed Unit
Marginal 
cost 
UD to 5% 
Over 5%to 25% 
Over 25%to 50% 
Over 50% to 75% 
Over 75% 

There no corridors
shall bedownside 

decreases. 


100% 

50% 
25% 

12.5% 

0% 
for volume 


(9 A decreasecost in
in due toa decreaseroutine 

inpatient care service, routine ambulatory care services 

or ancillaryservicesvolumeshall be calculated asthe 

product of the projected decrease in units multiplied by 

one minus the applicable marginal cost percentage, as 

describesabove,multiplied by theAllowedUnitCost 

inflated by thebasetorateyearcompositeinflation 

index. 


3. CostsBeyondHospitalControl(CBCs) 


A. 	 Underspecificcircumstances,astate-ownednon-acute 

Hospitalmayrequestanincreaseinitsallowedbase 

yearoperatingcoststoincludecostincreasesdue to 

CBCs. A CBC is an unusual and unforeseen increase in 


and costs
reasonableallowable which is solely 

attributabletouniqueandexceptionalcircumstances 

thatarebeyondthecontrolofthehospital. The 

following requirements must be met before certain costs 

arequalified asCBCs andincluded inthehospital’s 

operating requirement. 


< . ,’+:t-

TN: 96-17 HCFA T! L !  J EFF 10/1/96 
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A cost shall notbe determined tobe a CBC if in a 

fiscal the DHCFP approved
prior year costs 


corresponding to the CBC and the events giving 

rise to the costdid not take place in the year the 

cost was approved. 


The hospital shall demonstrate that the category 

of cost of the requested CBC
is not included in the 

adjustedbaseyearoperatingcostorinthe 

inflation and volume allowances. 


Thetiming andamountoftheincreaseincosts 

must be reasonablycertain. If thehospitaldoes 

notbegintoexpendcostsforwhichithas 

received aCBC adjustment within six months, the 

hospitalnotify DHCFP that
must approved 

amounts were not expended and the DHCFP will 

deduct such costs fromRFR. 


A CBC shallbeallowableonly if theamount 

requested is greater than one- tenth of 1% of the 

hospital's total patient care costs. 


Multiple unrelatedCBC requests for any one cost 

beyondcontrolcategorymustnotbegrouped 


Each for
together. individual CBC requesta 
particularitemmustmeetthematerialilylimit 
specified in(4) above. 

A CBC shall be allowable onlyif necessary for the 

appropriate provision of servicesto publicly aided 

individualsand if thecostscannototherwise be 

met efficient and
throughmanagement 

economic operation. 


following
the incidents
qualifying or 

circumstances for CBCs: 


OFFICIAL 
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(1) Costs generated by correcting
deficiency 

contingenciesor recommendations for failure to 

comply with changes in government requirements 

relatedtohospital licensureandparticipation in 

programs of hospital care and services under 42 

U.S.C.§§1395et seq. and42 U.S.C.§§1396et seq. 

An example of this category is a cost incurred or 

expected to be incurred within six (6) monthsto 

comply with a change in the manual issued after 

1984 by the Joint Commission on Accreditation of 


Organizations Costs
Healthcare (JCAHO). of 

complying standards the
with contained 

manual costs merely
before 1985 or which 

recommend improvement will not be considered 

as a CBC.Hospitalswhichhavenotpreviously 

beenaccredited by JCAHO will beallowed 

reasonable costs of complying with accreditation 

standards of theJCAHO contained in its manual. 

example
cost would
An of which not be 


considered to beA CBC is expanded emergency 

roomcoverage.Also, increasedutilizationreview 

costswhicharenotduetoanyallowable CBC 

shallnot berecognized.Documentationshall 

include a copy of the government requirement or 

contingency/recommendation, verification of the 

increasedand the
verification 

increasedcostsarereasonable to meetthe 

government requirement. 


Costs generated by compliance with changes in 

governmentrequirementswhicharesetforthin 

federal
or regulations mandate
state which 

non-discretionary hospital expenditures. However, 

if the costs fall within a category encompassed
by 

an inflation factor,it shall notbe allowedas a cost 

beyond control.
reasonable 

Documentation includecopythe
shall a of 

government
or requirement

contingency/recommendation, verification of the 
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costs, andverificationthattheincreaseincosts 

requested is reasonable to meet the government 

requirement. 


(3) Costsgenerated by disasterlossesinexcess of 

insurance or extraordinary costs related to disaster 


covered by outside
losses not sources. 

Documentation shall include verification ofloss or 

extraordinarycost and theinsuranceoroutside 

source however,
If,
payment. the loss or 

extraordinarycost is caused by afacilitybeing 

inadequately insured according to the standards 

of the hospital industry, or through negligence on 

thepartofhospitalmanagement,such lossesor 

costs shall notbe approved. 


(4) Allowedoperatingcostsassociatedwithamajor 

expendituresubstantial in
capital or change 


serviceswhich is subject to and hasreceiveda 

determination of need pursuant to M.G.L.c. 111, 

§§25B - 256. Thesecostsmust be segregated 

fromotherallowedoperatingcosts. Thehospital 

must increased
demonstratethe cost 
requestsarereasonable.Thehospital will not be 
permittedtomake a volumeadjustment for 
departmentsaffectedbyadeterminationof 
need if thehospitalrequeststhattheoperating 
costassociatedwiththedeterminationofneed 
beincluded as a CBC.Anyvolumeallowance 
due toDONshall be netted outif costs associated 
with it are submittedas a CBC. 

(5) Wageparityadjustmentsresultingfrommergers 

aredemonstrated be
clearly to 


cost-effective. Theterm"cost-effective"usedin 

this context shall mean that at the end of three 

years the merged hospitals are spending less than 

the individual hospitals have projected, and in no 

eventarespendingmorethanthecombined 
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projections of both hospitals. Documentation shall 
includeacopyofthemergeragreementand 
projectiOns of costs without the merger as well as 
projectionofthecostsavings to be achieved 
throughmerger. adjustment will bethe This 
consideredanon-recurringcostbeyondcontrol 
and the costs associated withit will be subtracted 
from rate year costs for any year in which the rate 
year becomes the base year for future rates. 

(6) Intra-hospitalwage and salaryadjustmentswhich 
areclearlydemonstrated to be cost-effective. 
Theterm "cost-effective"asusedinthiscontext 
shallmeanthat at theendofthreeyearsthe 
hospital is spending than haveless wouldit 
without the wage and salary adjustments. 

(a)Documentationshallprovideaprojection 
ofthecostssavingsto beachieved as a 
result of adjustments to wages and salaries. 

(b) This adjustment will be considereda 
non-recurringcostbeyondcontrol,Costs 
associated with this CBC will be subtracted 
fromrateyearcosts foranyyear in which 
therateyearbecomesthebaseyearfor 
future rate years. 

(7) Costsforreasonableincreasesindirectcarestaff 
salaries andwagesinexcess of theamount 
allowedthroughinflation. This CBC is notto 
exceed actual expenditures for such increases. 

(a)relief forWagemay be requested 
technicians,nurses,nursingaides,orderlies, 
attendants,therapists, 
speechtherapists,recreationaltherapists, 

andrespiratory 
Any inpersonnelthese 
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(b) 


(c) 


(d) 


TN: 96-17 
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categorieswhoareprimarilyconducting 

administrative job dutiesare
andnot 

directly involved with providing patient care 

are not eligible for CBC allowance. 


TheCBCforreasonableincreasesin direct 

care staff salaries and wages is defined as 

the reasonable rate year wage rate less the 

inflatedbaseyearwagerate,timesthe 

lesser of the rate year FTE direct care labor 

force or the base yearFTE direct care labor 

force. 


The inflationallowancefordirectcarestaff 

includes the full amounts granted
in Section 
1II.B.1 , 

Thereasonablerateyearwageshallbethe 

level required
increase attract
of to 


staff minimum
sufficient to ensure 

availabilityofcare as determinedbythe 

Department of PublicHealthforcurrent 

patients. The wage ratewill be determined 

by theDivisionwithreferencetoaverage 

rates prevailingat other hospitals within the 


Medicaremarket
same labor region, 

subject to the following conditions: 


(i)Outlierwageratesasdefined by the 

Divisionshall beexcludedfromthe 

computation; 


(ii)Specialweightshall be giventorates 

prevailing at non-acute
hospitals 

located inthehospital'sMedicare 

labor market region; 


(iii) If it can be demonstratedthatdirect 

staff aat hospital
are 
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